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Abstract 
 
China has made remarkable achievements in economic development throughout 
more than thirty years of reform and opening up,which is honoured as a miracle of 
economic growth .In the mean time,the industial development of China has been in 
full swing so that the issue about the changes of industial structure becomes the focus 
of the domestic and foreign economic academics.It can’t be denied that there is a 
close relationship between China’s soaring economy and its economic 
transition,which makes the industial development of China is deeply rooted in its 
government-dominating and investment-driven economic mode.The imbalance of 
China’s industrial structure is, to some extent, due to its local government-dominating 
economic development mode. Then, how does this kind of influence differ among 
regions? And what is the impact of central government’s transfer payment on 
industrial structure? It is really worth digging into how these influences work and 
differ among regions. As an innovation research,this paper explores the different 
influences and manifestation of local governmental domination and central 
government’s transfer payment under the same circumstances. The empirical study 
shows that the influence of the behavior of local government on the coordination of 
industrial structure as the following two aspects. Firstly, the fiscal expenditure of local 
governments has an immediate influence on local economy, which is the direct effect. 
Secondly, local governments intervene in the adjustment of industrial structure 
through its influence on state-owned economy, which is the indirect effect. And it is 
found out that central government’s transfer payment is conducive to the coordination 
of industrial structure while the behavior of local government goes against it，which 
means these two effects are complementary.Besides, the negative impact of the 
behavior of local government is more severe in the eastern regions than the central 
and western regions,while the central government’s transfer payment is the most  
effective in correcting the deviation of industrial structure.By using fixed-effects 
panel data model and instrumental variables 2SLS method,this paper reveals how the 
above two effects work and differ among regions. Finally, some measures are 
proposed to improve the industrial structure in China. 
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